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ABSTRAK 
 
Kajian ini menganggar kesan pelaburan langsung asing (FDI) ke atas pertumbuhan 
ekonomi di Algeria. Kesan FDI ini dianggar dan hubungan sebab-akibat antara FDI 
dan pertumbuhan ekonomi dinilai dengan menggunakan data tahunan dari 1990 
hingga 2013. Hasil dapatan menunjukkan bahawa dalam jangka masa panjang, FDI 
tidak mempunyai kesan yang signifikan ke atas pertumbuhan ekonomi. Tetapi, 
terdapatnya hubungan sebab-akibat dari FDI ke pertumbuhan ekonomi dalam jangka 
masa pendek. Ini mungkin disebabkan hakikat bahawa ekonomi Algeria terlalu 
bergantung kepada minyak dan tiada persekitran yang konduktif untuk pelabur-
pelabur asing. 
 
Kata kunci: FDI, pertumbuhan ekonomi, hubungan sebab-akibat, Algeria. 
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ABSTRACT 
This study estimates the impact of foreign direct investment (FDI) on economic 
growth of Algeria. Using an annual data from 1990 to 2013, the impacts of FDI are 
estimated and the short run causality relationship between FDI and economic growth 
are evaluated. Results reveal that in long run, the FDI does not have a significant 
impact on economic growth. However, there is a short run causal relationship from 
FDI to economic growth. This may due to the fact that the Algerian economy is 
heavily relying on crude oil and the absence of a conductive environment for foreign 
investors.   
 
 
Keywords: FDI, economic growth, causality relationship, Algeria. 
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CHAPTER ONE 
INTRODUCTION 
1.1 Background of Study 
The beginning of first decade of the 21st century was exceptionally positive for the 
Algerian economy. From the 2000s till nowadays, the Algerian economy recovered 
well since the big socioeconomic crisis in 1990s. This recovery is shown with the 
yearly average  growth from 2000  to 2009, of 3.7 and 5.6 percent for real GDP and 
non-hydrocarbon GDP respectively, while real GDP per head increased by 22 
percent, and unemployment decreased from 29.5 percent in 2000 to 10.2 percent in 
2009 (IMF Country Report, 2011). 
 
The reason behind this remarkable achievement was an ideal worldwide 
macroeconomic environment checked by high oil prices, and reasonable 
macroeconomic strategies that brought about vast financial surpluses and expanding 
foreign exchange reserves. Regardless of the advancement made, the economy 
remains greatly reliant on the hydrocarbon area (98 percent of exports), private 
investment is excessively little, and a frail business climate remains a big obstacle 
for investment-led economic development. (IMF Country Report, 2011).The 
Algerian economy has achieved a real growth of around 2.8% (2013), a slight 
deceleration as compared to 3.3% of 2012. This slowdown is explained by a decline 
registered in the hydrocarbon sector and lower growth rates in the industry and 
The contents of 
the thesis is for 
internal user 
only 
64 
 
REFERENCES 
 Abdullahi, Yahya Zakari., Aliero, (2012). Does FDI cause economic growth? 
Evidence from selected countries in Africa and Asia.  African Journal of 
Social Sciences, 2(4), 114-124.  
Adeniyi, O, Omisakin, O., Egwaikhide, F. O., & Oyinlola, A. (2012). Foreign direct 
investment, economic growth and financial sector development in small open 
developing economies. Economic Analysis and Policy, 42(1), 105-127.  
Agrawal, G., & Khan, M. (2011). Impact of FDI on GDP growth: A panel data 
study. European Journal of Scientific Research, 57(2), 257-264.  
Ajayi, S. (2006). Foreign direct investment in sub-Saharan Africa: origins, targets, 
impact and potential. African Economic Research Consortium.  
Alimi, R. S., & Ibironke, A. (2012). Dolado-Lütkepohl Causality Tests between 
Foreign Direct Investment and Economic Growth in Nigeria.  
Anwar, S., & Nguyen, L. P. (2010). Foreign direct investment and economic growth 
in Vietnam. Asia Pacific Business Review, 16(1-2), 183-202.  
Asghar, N., Nasreen, S., & Rehman, H. (2011). Relationship between FDI and 
economic growth in selected Asian countries: A panel data analysis. Review 
of Economics & Finance, 84-96.  
Asheghian, P. (2011). Economic growth determinants and foreign direct investment 
causality in Canada. International Journal of Business and Social Science, 
2(11), 1-9.  
 
65 
 
Bhandari, R., Dhakal, D., Pradhan, G., & Upadhyaya, K. (2007). Foreign aid, FDI 
and economic growth in East European countries. Economics Bulletin, 6(13), 
1-9.  
Chamberlain, G. (1982). The general equivalence of Granger and Sims causality. 
Econometrica: Journal of the Econometric Society, 569-581.  
Chien, N. D., & Zhang, K. (2012). FDI of Vietnam; Two-Way Linkages between 
FDI and GDP, Competition among Provinces and Effects of Laws. iBusiness, 
4(02), 157.  
Ehimare O.A. (2011). Foreign Direct Investment and its effect on the Nigerian 
Economic. Department of Banking and Finance. Covenant University, Ota, 
Ogun State, Nigeria. 
Faras, R. Y., & Ghali, K. H. (2009). Foreign direct investment and economic growth: 
the case of the GCC countries. International Research Journal of finance and 
economics, 29, 134-145.  
Feige, E. L., & Pearce, D. K. (1979). The casual causal relationship between money 
and income: Some caveats for time series analysis. The Review of Economics 
and Statistics, 521-533.  
Florens, J.-P., & Mouchart, M. (1982). A note on noncausality. Econometrica: 
Journal of the Econometric Society, 583-591.  
Ghazali, A. (2010). Analyzing the relationship between foreign direct investment 
domestic investment and economic growth for Pakistan. International 
Research Journal of finance and economics, 47(1), 123-131.  
 
66 
 
Ghosh R, A., & Van. D. (2006). Foreign direct investment and economic growth: a 
time-series approach. Global Economy Journal, 6(1).  
 
Hossain, A., & Hossain, M. K. (2012). Empirical relationship between foreign direct 
investment and economic output in South Asian countries: A study on 
Bangladesh, Pakistan and India. International Business Research, 5(1), p9.  
Javed, K., Falak, S., Awan, R., & Ashfaq, M. (2012). Foreign Direct Investment, 
Trade and Economic Growth: A Comparison of Selected South Asian 
Countries. International Journal of Humanities and Social Science, 2(5).  
Kakar, Z. K., & Khilji, B. A. (2011). Impact of FDI and Trade Openness on 
Economic Growth: A Comparative Study of Pakistan and Malaysia. 
Theoretical and Applied Economics, 11(11), 53.  
Karimi, M. S., & Yusop, Z. (2009). FDI and economic growth in Malaysia. 
 
Katircioglu, S. (2009). Foreıgn dırect investment and economıc growth in Turkey: 
An empirical investigation by the bounds test for co-integratıon and causality 
tests. UDK    339.727.22:338.1(560)    Original    scientific   paper    Izvorni 
znanstveni rad. 
Lamine, K. M., & Yang, D. (2010). Foreign direct investment effect on economic 
growth: Evidence from Guinea Republic in West Africa. International 
Journal of Financial Research, 1(1), p49.  
 
 
67 
 
Miankhel,A.K.,Thangavelu, S. M., & Kalirajan, K. (2009). Foreign Direct 
Investment, Exports, and Economic Growth in South Asia and Selected 
Emerging Countries: A Multivariate VAR Analysis. Center for 
Contemporary Asian Studies. CCAS Working paper (23).  
 
Mustafa, A., & Santhirasegaram, S. (2014). The impact of foreign direct investment 
on economic growth in Sri Lanka. Journal of Management, 8(1), 27-32.  
Mustafa. A. & Santhirasegaram. S. (2013). The Impact of Foreign Direct Investment 
on Economic Growth in Sri Lanka. Journal of Management. 8(1). 
Oke  Anthony  O.  (2007). The Determinant of Foreign Investment in Nigeria.   
Osborn, D. R. (1984). Causality testing and its implications for dynamic econometric 
models. The Economic Journal, 82-96.  
Pierce, D.A.,& Haugh, L. D. (1977). Causality in temporal systems: Characterization 
and a survey. Journal of econometrics, 5(3), 265-293.  
Rabiei, M.,&Masoudi, Z. G. (2012). Foreign direct investment and economic growth 
in eight Islamic developing countries. European Journal of Scientific 
Research, 68(4), 487-493.  
Rafik. N. & Lawil. B. (2008). FDI and export-led growth in Jordan: evidence from 
co-integration and causality test. Al-Hussein Bin Talal University, Ma’an, 
Jordán. 
Reggad, S. (2008). Foreign Direct Investment: The Growth Engine to Algeria. Korea 
Review of International Studies, 11(1), 79-98.  
 
68 
 
Saleem. K. (2015), FDI impact on economic growth in the framework of ARDL: 
evidence from Pakistan. International journal of information, business and 
management, 7(1).    
Sukar, A., Ahmed, S., & Hassan, S. (2011). The Effects of Foreign Direct 
Investment on Economic Growth: The Case of Sub-Sahara Africa. 
Southwestern Economic Review, 34, 61-74.  
 
Tiwari, A., & Mutascu, M. (2010). Economic growth and FDI in ASIA: A panel data 
approach.  
Tollet, R. (1982). Approches méthodologiques de la politique industrielle au travers 
du concept defilière. Cahiers Economiques de Bruxelles, 96, 496-522.  
Uremadu. O. S.  (2009). The impact of Foreign Private investment on capital 
formation   in   Nigeria: An empirical analysis. Department of Banking and 
Finance Covenant University Ota Km 10,  Idi-Iroko  Road,  Ota,  Ogun  
State, Nigeria. 
Won,Y., Hsiao, F. S., & Yang, D. Y. (2008). FDI inflows, exports and economic 
growth in first and second generation ANIEs: Panel data causality analyses. 
  
 
 
 
